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OATH OR AFFIRMATION

I, Vince Sbarra , swear {or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting scheduies pertaining to the firm of

HPC Capital Management, Inc. , as
of June 30 , 2008 , are true and correcl. 1 further swear {or affirm} that

neither the company nor any partner, proprictor, principal officer or director has any proprietary interest in any account

ciassified solely as that of a customer, except as follows:

———DAPHNE L, HARLEY
NOTARY PUBLIC

EXPIRATION 06/20/2011 / /

FULTON CO. GEORGIA Gesilen?

Slgnature

Title

Notary Public

1is report ** contains (check all applicable hoxes):

{a} Facing Page.

{b} Statemem of Financial Condition.

{c) Statement of Income {Loss).

{d; Statement of Changes in Financial Condition.

(<} Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

{fi Statement of Changes in Liabilities Subordinated to Claims of Crednors

{2} Computation of Nct Capital.

{(h) Computation for Determination of Reserve Requirements Pursuant 10 Rule 15¢3-3.

(i} Information Relating 10 the Possession or Control Requirements Under Rule 15¢3-3.

()} A Reconciliation, including appropriaie explanation of the Computation of Net Capitat Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the asdited and unaudited Statements of Financial Condition with respect 1o methods of
consolidation.

(1} An Qath or Affirmation.

(1:3 A copy of the SIPC Supplemental Report.

{n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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TC| Trirr, CHAFIN & CAUSEY, LLC
&C Cercified Public Accountants

1225 Johnson Ferry Road * Suite 200 Regency Park * Marietta, Georgia 30068
phone 770.565.2422 = fax 770.565.2462

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors
HPC Capital Management, Inc.

We have audited the accompanying statements of financial condition of HPC Capital
Management, Inc. as of June 30, 2008 and 2007 and the related statements of operations,
changes in stockholders’ equity and cash flows for the years then ended that you are filing
pursuant to rule 17a-5 under the Securities Exchange Act of 1934. These financial statements
are the responsibility of the Company’s management. Our responsibility is to express an opinion
on these financial statements based on our audits.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly in all material respects,
the financial position of HPC Capital Management, Inc. as of June 30, 2008 and 2007, and the
results of its operations and its cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedule I and Supplementary Note is presented
for purposes of additional analysis and is not a required part of the basic financial statements, but
is supplementary information required by rule 17a-5 under the Securities Exchange Act of 1934,
Such information has been subjected to the auditing procedures applied in our audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole,

Marietta, Georgia .Tu'ﬂ», d‘ﬁ‘:” N Ca.u», . L6

August 20, 2008



Cash

Advances to officers
Property and Equipment, net of depreciation of $6,274 and
$4,715, respectively

Deposits

Total Assets

LIABILITIES AND STOCKHOLDERS® EQUITY

Liabilities

Accrued expenses

HPC Capital Management, Inc.

Statements of Financial Condition

ASSETS

Accrued income taxes

Total Liabilities

Commitments and contingencies

Stockholders’ Equity
Common stock, $1.00 par value; 100,000,000 shares
authorized, 120,000 issued and outstanding

Additional paid-in capital

Accumulated deficit

Total Stockholders’ Equity

Total Liabilities and Stockholders’ Equity

June 30, 2008 and 2007

2008 2007

$ 53,466 § 210,955

-- 120,000

2,944 4,503

8.710 8,710

b 65,120 $ 344,168

$ 29,876 $ 70,483

250 250

30,126 70,733

120,000 120,000

240,445 240,445
(325.451) (87,010}

34,994 273,435

$ 65,120 § 344,168

The accompanying notes are an integral part of these financial statements.



HPC Capital Management, Inc.

Statements of Operations
for the years ended
June 30, 2008 and 2007

Revenues
Investment banking fees
Trading gains (losses), net
Total Revenues

Operating Expenses
Clearing costs
Depreciation
General and administrative
Employee compensation and benefits
Fidelity bond
Professtonal fees
Occupancy
Communications and data processing
Total Operating Expenses

Income (loss) from Operations
Other Income (Expense)

Interest income

Interest expense
Income (loss) before income taxes

Income taxes

Net income (loss) and comprehensive net income (loss)

The accompanying notes are an integral part of these financial statements.

3

2008 2007
$ 141,927  $ 1,966,847
(514) -
141,413 1,966,847
92 50
1,559 1,559
13,788 42,356
269,689 1,757,837
1,085 460
30,858 52,231
52,735 109,312
10,762 43.827
(380.568) 2,007,632
(239,155) (40,785)
1,063 1,660
(149) (1.164)
914 496
(238,241) (40,289)
200 250
238,441 $__ (40,539)
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HPC Capital Management, Inc.
Statements of Cash Flows
for the years ended
June 30, 2008 and 2007

2008
Cash Flows from Operating Activities:

Net loss $§ (238,441)
Adjustments to reconcile net loss to net cash

provided by operating activities:

Depreciation 1,559

Changes in operating assets and liabilities:

(Increase) decrease in:

Deposits -
Increase (decrease) in:
Accrued expenses and other (40,607)
Accrued pension --
Net Cash Provided by (used in) Operating Activities (277.489)
Cash flows from Financing Activities:

Advances to officers 120,000
Net Cash Used in Financing Activities 120,000
Net increase (decrease) in Cash and Cash Equivalents (157,489)
Cash and Cash Equivalents at beginning of year 210,955
Cash and Cash Equivalents at end of year $ 53,466
Interest Paid during the year h) 149

The accompanying notes are an integral part of these financial statements.

5

2007

$  (40,539)

1,559

9,965

(146,348)
(90,000)

(265,363)

55,694

55,694
(209,669)
420,624

$__ 210,955
$ 1,164



HPC Capital Management, Inc.

Notes to Financial Statements

1. Organization and Nature of Business

HPC Capital Management, Inc. (the “Company”) is a broker-dealer registered with the
Securities and Exchange Commission (“SEC”) and is a member of the National Association
of Securities Dealers (“NASD”). The Company, a wholly-owned subsidiary of Hyperion
Holdings, L.LLC, was organized under the laws of California on November 11, 1999, is
headquartered in Georgia, and is engaged in investment banking activities and principal
transactions. The Company manages its business activities on the basis of one reportable
segment.

Summary of Significant Accounting Policies

Basis of Presentation The accounting and reporting policies of the Company conform to
accounting principles generally accepted in the United States of America (“GAAP”) and to
general practices within the broker-dealer industry. The accompanying financial statements
have been prepared pursuant to Rule 17a-5 of the Securities and Exchange Commission Act
of 1934. The classification and reporting of items appearing on the financial statements are
consistent with that rule.

Use of Estimates The preparation of the financial statements, in accordance with accounting
principles generally accepted in the United States of America, requires that management
make estimates and assumptions that affect the reported amounts of assets and liabilities, as
well as the disclosure of contingent assets and liabilities at the date of the balance sheet, and
the reported amounts of revenues and expenses during the reporting period. Significant
estimates and assumptions are used for, but not limited to: allowance for doubtful accounts;
asset impairments; depreciable lives of assets; useful lives of intangible assets; income tax
reserves and valuation allowances. Future events and their effects cannot be predicted with
certainty; accordingly, management’s accounting estimates require the exercise of judgment.
The accounting estimates used in the preparation of the financial statements will change as
new events occur, as more experience is acquired, as additional information is obtained and
as the Company’s operating environment changes. Actual results could differ from those
estimates. In the ordinary course of accounting for items, management makes changes in
estimates as appropriate, and as it becomes aware of circumstances surrounding those
estimates. Such changes and refinements in estimation methodologies are reflected in
reported results of operations in the period in which the changes are made and, if material,
their effects are disclosed in the notes to the financial statements.

Fair Value of Financial Instruments Certain of the Company’s financial instruments,
when present, including cash and cash equivalents, restricted cash, securities owned,
accounts receivable, accounts payable, accrued expenses, and notes payable are carried at
cost, which approximates their fair market value because of the short term maturity of these
financial instruments.



HPC Capital Management, Inc.
Notes to Financial Statements

2. Summary of Significant Accounting Policies, continued

On July 1, 2007, the Company adopted Statement of Financial Accounting Standards No.
157, “Fair Value Measurements” (“FAS 157”). There was no impact on the Company’s
financial position, results of operations or cash flows at June 30, 2008 and for the year then
ended as a result of the adoption of FAS 157.

On July 1, 2008, the Company adopted Statement of Financial Accounting Standards No.
159, “The Fair Value Option for Financial Assets and Financial Liabilities” (“FAS 1597).
There was no impact on the Company’s financial position, results of operations or cash flows
at June 30, 2008 and for the year then ended as a result of the adoption of FAS 159.

Cash and Cash Equivalents Cash and cash equivalents consist of bank deposits and highly
liquid investments, when present, with original maturities of three months or less, that are not
held for sale under the ordinary course of business.

Property and Equipment Equipment is stated at cost, less accumulated depreciation.
Depreciation is computed on the straight-line basis over the related assets’ estimated useful
lives of five years. Expenditures for maintenance and repairs are expensed as incurred.
Expenditures for improvements that extend the useful life or add value to the asset are
capitalized and then expensed over the assets’ remaining useful life.

Long-Lived Assets The Company reviews long-lived assets and certain identifiable assets
related to those assets for impairment recognition whenever circumstances and situations
change such that there is an indication that the recorded amounts may not be recoverable. If
the undiscounted future cash flows are less than the recorded amount, the recorded amounts
are reduced to fair value and an impairment loss is recognized.

Concentrations The Company maintains its cash in bank deposit accounts, which at times,
exceeds federally insured limits. The Company has not experienced any losses in such
accounts through June 30, 2008.

During 2008 and 2007, the Company derived revenue of approximately 100% and 98% of
total revenues from four customers, respectively.

Revenue Recognition Investment banking revenues include gains, losses, and fees, arising
from securities offerings in which the Company acts as agent. Investment banking revenues
also include fees earned from providing merger-and-acquisition and financial restructuring
advisory services. Investment banking fees paid in cash are recorded on the offering or
closing date. Investment banking fees paid in warrants or other forms of non-cash securities
are recorded as revenue when the underlying security is exercised and valued based on
current market amounts. Trading gains or losses are recognized on a trade date basis.



HPC Capital Management, Inc.

Notes to Financial Statements

2. Summary of Significant Accounting Policies, continued

Advertising Costs incurred for producing and communicating advertising of the Company
are charged to operations as incurred. There was no advertising expense for the years ended
June 30, 2008 and 2007, respectively.

Income Taxes The Company accounts for income taxes in accordance with SFAS No. 109,
Accounting for Income Taxes, which requires recognition of deferred tax liabilities and assets
for the expected future tax consequences of events that have been included in the financial
statements or tax returns. Under this method, deferred tax liabilities and assets are
determined based on the temporary differences between the financial statement and tax basis
of assets and liabilities using presently enacted tax rates in effect. Valuation allowances are
established when necessary to reduce deferred tax assets to the amounts expected to be
realized.

Recent Accounting Pronouncements Management does not believe that any other recently
issued, but not yet effective accounting pronouncements, if adopted, would have a material
effect on the accompanying financial statements.

. Securities Owned

Marketable securities owned consist of trading and investment securities at market value, as
follows:
: 2008 2007

Corporate stocks s - & -

Securities not readily marketable include investment securities (a) for which there is no
market on a securities exchange or no independent publicly quoted market, (b) that cannot be
publicly offered or sold unless registration has been effected under the Securities Act of
1933, or (c) that cannot be offered or sold because of other arrangements, restrictions, or
conditions applicable to the securities or to the Company. At June 30, 2006 and 2005, not
readily marketable securities owned at estimated fair values are as follows:

2008 2007

Corporate stocks s - 8 -

. Advances to Officers

At June 30, 2007, the Company had advanced funds to officers plus accrued interest in the
amount of $120,000. The amounts accrue interest at nominal rates and under the terms of the
advances, the officers repaid these loans during 2008 by charges to payroll expense.




HPC Capital Management, Inc.

Notes to Financial Statements

5. Commitments

1.

The Company leases its office space under month to month leases and certain office
equipment under longer term leases. Rent expense during 2008 and 2007 was approximately
$53,015 and $108,691, respectively. There are presently no lease commitments in excess of
twelve months.

Income Taxes

No provision or benefit for federal income taxes has been recorded for 2008 and 2007 as the
Company has incurred net operating losses and has no carryback potential. Differences
between taxable income for financial reporting purposes and income tax reporting purposes
result from depreciation and charitable contributions and are insignificant.

At June 30, 2008, the Company had net operating loss carryforwards of approximately
$305,000 available to reduce future taxable income. These losses expire at various times
beginning in 2022. The net operating loss carryforwards may be subject to certain
limitations under Section 382 of the internal Revenue Code in the event of an ownership
change.

The Company has approximately $104,000 in gross deferred tax assets at June 30, 2008
resulting from net operating loss carryforwards, a change of approximately $88,000 during
2008. A valuation allowance has been recorded to fully offset these deferred tax assets as the
future realization of the related tax benefits is uncertain.

On July 1, 2007, the Company adopted Financial Accounting Standards Board (FASB)
Interpretation No. 48, “Accounting for Uncertainty in Income Taxes — an interpretation of
FASB Statement No. 109" (FIN 48). There was no impact on the Company’s financial
position, results of operations or cash flows at June 30, 2008 and for the year then ended as a
result of implementing FIN 48. At the adoption date of Julyl, 2007 and at June 30, 2008, the
Company did not have any unrecognized tax benefits. The Company’s practice is to
recognize interest and/or penalties related to income tax matters in income tax expense. As of
July 1, 2007 and June 30, 2008, the Company had no accrued interest or penalties. The
Company currently has no federal or state tax examinations in progress nor has it had any
federal or state tax examinations since its inception. All of the Company’s tax years are
subject to federal and state tax examination.

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (SEC Rule 15¢3-1), which requires the maintenance of minimum net capital and
requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed 15to 1.



HPC Capital Management, Inc.

Notes to Financial Statements

7. Net Capital Requirements, continued

At June 30, 2008, the Company has net capital, as defined, of $23,340, which was $18,340 in
excess of its required net capital of $5,000. The Company’s ratio of aggregate indebtedness
to net capital was 1.29to 1.

8. Related Party Transactions
The Company shares in commissions and fees with other related companies owned by certain

principals of the Company. These fecs are paid directly by the escrow agent to all parties.
No income or expense is recognized by the Company for these related commissions and fees.

10
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HPC Capital Management, Inc.
Schedule I
Computation of Net Capital under Rule 15¢3-1
of the Securities and Exchange Commission

June 30, 2008
Net Capital Computation
Total Stockholders’ Equity 34,994
Less deductions:
Equipment, net 2,944
Deposits 8,710
Deduction related to haircut on securities —
Net capital 23,340
Required minimum capital (greater of $5,000 or 6 2/3% of
Aggregate Indebtedness of $30,126) 5,000
Net Capital in excess of requirement 18.34

Aggregate Indebtedness
Aggregate indebtedness, as included in Statement of
Financial Condition:

Accrued expenses $ 29.876
Accrued income taxes 250
Total Aggregate Indebtedness $ 30,126
Ratio of Aggregate Indebtedness to Net Capital 1.29t0 1

Reconciliation with Company’s computation (included in Part II of
Form X-17A-5 as of June 30, 2008)

Net Capital as reported in unaudited FOCUS report, as filed $ 32,936
Audit adjustments, net (9,596)
Net Capital, per above $ 23,340



HPC Capital Management, Inc.
Supplementary Note

Supplementary Information Pursuant to Rule 17a-5 of the
Securities and Exchange Act of 1934
June 30, 2008
The Company is exempt from Rule 15¢3-3 as no customer funds or securities are held.

Therefore, the following reports are not presented:

1. Computation for Determination of Reserve Requirement under Rule 15¢3-3 of the
Securities and Exchange Commission.

2. Information Relating to the Possession or Control Requirements under rule 15¢3-3 of the
Securities and Exchange Commission.
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TRIPP, CHAFIN & CAUSEY, LLC

Certified Public Accounrants

1225 Johnson Ferry Road * Suite 200 Regency Park * Marietra, Georgia 30068
phone 770.565.2422 » fax 770.565.2462

To the Board of Directors
HPC Capital Management, Inc.

In planning and performing our audit of the financial statements and supplemental
schedules of HPC Capital Management, Inc. (the “Company”), for the year ended June
30, 2008, we considered its internal control, including control activities for safeguarding
securities, in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on internal controls.

Also, as required by rule 17a-5(g)(l) of the Securities and Exchange Commission
(*SEC”), we have made a study of the practices and procedures followed by the
Company including tests of such practices and procedures that we considered relevant to
the objectives stated in rule 17a-5(g) in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for
determining compliance with the exemptive provisions of rule 15¢3-3. Because the
Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed
by the Company in any of the following:

1. Making quarterly securities e¢xaminations, counts, verifications, and
comparisons

2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under

Section 8 of Federal Reserve Regulation T of the Board of Governors of the
Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal
controls and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments by management are required to
assess the expected benefits and related costs of controls and of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices
and procedures can be expected to achieve the SEC’s above mentioned objectives. Two
of the objectives of internal control and the practices and procedures are to provide
management with reasonable but not absolute assurance that assets for which the
Company has responsibility are safeguarded against loss from unauthorized use of
disposition and that transactions are executed in accordance with management’s
authorization and recorded properly to permit the preparation of financial statements in



accordance with accounting principles generally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed
in the preceding paragraph.

Because of inherent limitations in internal control of the practices and procedures referred
to above, error or fraud may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that they may become
inadequate because of changes in conditions or that the effectiveness of their design and
operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal
control that might be material weaknesses under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which
the design or operation of the specific internal control components does not reduce to a
relatively low level the risk that error or fraud in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions.
However, we noted the following matters involving internal control, including control
activities for safeguarding securities, that we consider to be material weaknesses or
serious deficiencies as defined above.

The Company does not maintain on site historical tax records and tax returns as part of its
corporate files. The Company does not maintain current minutes of corporate actions and
shareholders meetings. We believe that complete corporate records would incorporate
these documents.

We understand that the practices and procedures that accomplish the objectives referred
to in the second paragraph of this report are considered by the SEC to be adequate for its
purpose in accordance with the Securities Exchange Act of 1934 and related regulations,
and that practices and procedures that do not accomplish such objectives in all material
respects indicate a material inadequacy for such purposes. Based on this understanding
and on our study, we believe that the Company’s practices and procedures were adequate
at June 30, 2008, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, designated self-regulatory organization, and other regulatory
agencies that rely on rule 17a-5(g) under the Securities Exchange Act of 1934 in their
regulation or registered brokers and dealers, and is not intended to be and should not be
used by anyone other than these specified parties.
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Tripp, Chafin & Causey, LLC
Marietta, Georgia
August 20, 2008
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